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Table 2: Gravity Factors Used in Our Analysis

Attractiveness Calculations Mohegan Sun
Super Las Vegas Small Large Small
Casino Casino Casino Racino Racino
Gaming space 344,000 100,000 40,000 95,000 30,000
Number of slots/VLTs 6,800 2,000 1,000 4,000 1,000
Tables 400 200 25 0 0
Hotel Rooms 1,200 1,000 300 0 0
Convention space 100,000 40,000 4,500 10,000 5,000
Parking 13,000 5,000 2,250 5,000 2,000
Weights
Gaming space 10% 34,400 10,000 4,000 9,500 3,000
Number of slots/VLTs 40% 2,720 800 400 1,600 400
Tables 20% 80 40 5 0 0
Hotel Rooms 15% 180 150 45 0 0
Convention space 10% 10,000 4,000 450 1,000 500
Parking 5% 650 250 113 250 100
100% 48,030 15,240 5,013 12,350 4,000
Ratio (compared to Las Vegas casino) 315% 100% 33% 81% 26%

Testing the Model

The idea behind the development of these models was to ensure that we accurately
predicted the possible market size, wagering, and gross receipts in New Hampshire. To
test these models, we used the average of our two models and tested the results against
the experience of other markets of the northeast. Our models produced estimates within
2% of the total market gross receipts associated with several northeastern gambling
markets, including the areas around Twin Rivers (RI), Charlestown (WV), Bangor (ME),
Saratoga Springs (NY), Batvia Downs (NY), Chester Downs (PA), Dover Downs (DE),
and the Meadows (PA). These markets were chosen as comparisons based on the fact that
they were northeastern U.S. markets and, in theory, similar to New Hampshire’s potential
experience. '

Adjusting for Tourism

We know that the underlying population in New Hampshire and other areas is not always
the best basis for estimating markets given the high level of tourism in the state. To
adjust, we include a tourism multiplier to account for the fact that actual population in
New Hampshire increases considerably as a result of tourism activities. This tourism
multiplier — discussed below — may over-estimate the impact of tourism on gambling, but
no better model was available.'’

Travel and tourism spending is disproportionately important in New Hampshire. In New
Hampshire in comparison with traveler spending nationally is almost twice as large as the
state's share of the national population.'® New Hampshire ranked seventh nationally in

' The Center will provide those other models at request. The Center struggled with how to articulate the
precision of these estimates. Due to the relatively small number of test opportunities, standard measures of
statistical precision were potentially inappropriate.

' This may over-estimate the impact of tourism due to the fact that we assume the tourism impact is year
round and due to the fact that some visitors to the area will come from within a 90 drive which could result
in some double counting of visitation or expenditures.

18 New Hampshire Fiscal Year 2008 Tourism Satellite Account, Laurence E. Goss, June 2009
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The Impact of Massachusetts

In our previous work we noted that both Massachusetts and Maine have been exploring
expanded gambling in various areas.”’ The decisions of these states materially impact
the calculations necessary to compute the number of individuals who would gamble at
any facility and ultimately the wagering that would occur. Obviously, because of the size
of the population and the proximity to potential southern New Hampshire sites,
Massachusetts’ decision-making will materially impact the New Hampshire market for
expanded gambling.

If Massachusetts were to legalize expanded gambling, it is very likely that fewer
Massachusetts residents would be visiting New Hampshire to gamble. However, there
are a number of reasons why Massachusetts visits to New Hampshire would not
disappear entirely.

First, the potential loss of Massachusetts gambling business in New Hampshire will
depend upon the location and attractiveness, or the gravity, of the facilities in both states.
For example, a VLT-only facility in the Boston area may attract gamblers who would
otherwise have traveled to New Hampshire, but that will in turn depend on the distance
traveled, the location of each facility and the amenities at each facility. Retail gravity
analysis suggests that customers will travel farther to a more attractive facility, even if a
less attractive facility is close by.

Figure 7: Potential Casino Sites in Massachusetts
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! For a description of recent casino/racino proposals in Massachusetts, see “DeLeo goes to bat for casinos,
slots”, Boston Globe, March 5, 2010, www.boston.com, and “Casino pitched for Fall River”, Boston
Globe, May 18, 2010. www.boston.com. Full casinos have been proposed in Palmer and Fall River, with
limited slots (750 each) at the Wonderland, Suffolk Downs, Plainridge and Raynham race tracks.
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state. In the North Country, for example, there is little expectation that out of state
visitors would go to Berlin only to gamble. One could therefore assume that much of the
resources that could be spent on gambling would have been spent on other in-state
activities.

Economic Development Summary Impacts

Whether looking at the creation of jobs or the impact on gross domestic product (GDP) of
expanded gambling, the economic development implications depend critically on the
assumptions about the size of investment and type of facility. Detailed results of
simulating the economic development implications of expanded gambling in five
different sites across the state are included in Appendix A.

One of the implications of our model is that the type of facility developed has a large
impact on the ongoing economic development implications of a facility. As shown in
Figure 9, in the Lakes Region, for example, the development of a $100 million facility
with 480 jobs would result in an estimated net 316 jobs in the local area. However, the
development of a large facility with 2,400 jobs with VLTs and table games in the Lakes
Region would result in a net gain of 1,582 jobs.

Figure 9
New Jobs: Operations, Direct and Indirect
VLTs and Table Games
2,500
2215 2,262 B Small Facility ($100m
Investment)
2,000 O Large Facility ($500m
Investment)
1,582
1,500
1,000 949 949
500 443 452 ]
316
190 . 190
L Il | | [ ]
The Great North Southwestern NH ~ Southern NH Lakes Region Ski Country
Woods

The economic development implications, as measured by the size of the impact on the
local economy, vary tremendously in part due to the different sizes of local economies
across the state. Figure 10 shows the direct and indirect impacts of the operations of a
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large facility with VLTs and table games expressed as a percent of the local county gross
domestic product.

Figure 10

Expanded Gambling's Impact on Local Economies:
Development of large facility ($500m) with 5,000 VLTs and Tables games -
Impact on gross domestic product in the county.
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Finally, our model suggests that displacement — or the substitution of existing spending
for gambling — could have a big impact on economic development estimates. In our
Great North Woods simulation, where relatively few out-of-state gamblers are imported
and limited tourism exists relative to the rest of the state, 70% of jobs could be replacing
existing jobs with only a limited increase in direct jobs beyond what already exists in the
community. However, it is also less likely that a large facility would be located in the
North Country because of great distance from potential markets in southern New
England.

Testing Our Model: Comparison of RIMS Il and REMI models

In order to test the economic development estimates shown in this report, the Center
tested the model results from the RIMS Il model against a test run from the economic
impact model created by Regional Economic Models, Inc. (REMI)®'

The table below compares the results from both models. The assumption in both cases is
the construction of a $500 million casino in Rockingham County, which would create

% The Center thanks Annette Nielsen of the New Hampshire Department of Employment Security
Economic Labor Market and Information Bureau. The source the model as follows: New Hampshire 10-
county, 70 industry sector, REMI PI+® Model.
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2,000 construction jobs (1,000 each year for two years). In the operations phase the
casino would employ 2,400 people, with the jobs concentrated in “Amusement,
gambling, and recreation”, “Accommodation,” and “Food services and drinking places”

industry sectors.*

Table 9: Comparison of PRIMS Il and REMI Model

Comparison of Models RIMS |l and REMI

Baseline Estimates from the Model for Rockingham County RIMS I REMI
Employment (jobs) in the county 199,930 192,401
Total Annual Earnings in region (base case) $6,855,118,000] $9,439,494,000

Total Annual GDP in region (base case)

$17,029,022,000

$15,248,098,413

Total Impact on the Rockingham economy from a 2,000 Job Construction Project

Note: RIMS data includes earnings only, does not include employer contirbutions (insurance, etc.)

Includes Direct Jobs and Indirect Impacts RIMSI REMI
Change in employment (jobs) in the county 3,674 2,839
Change in Total Annual Earnings in region $150,319,600 $147,720,000
Change in Total Annual GDP in region $292,722,500 $133,452,679

Total Impact on the Rockingham economy from a Casino Employing 2,400

Includes Direct Jobs and Indirect Impacts RIMS 11 REMI
Change in employment (jobs) in the county 3,232 3,044
Change in Total Annual Earnings in region $64,508,300 $94,718,900
Change in Total Annual GDP in region $150,315,600 $138,284,099

Casino Construction Change to the Baseline Estimate RIMS 11 REMI
Change in employment (jobs) in the county 1.8% 1.5%
Change in Total Annual Earnings in region 2.2% 1.6%
Change in Total Annual GDP in region 1.7% 0.9%

Casino Operations Change to the Baseline Estimate RIMSII REMI
Change in employment (jobs) in the county 1.6% 1.6%
Change in Total Annual Earnings in region 0.9% 1.0%
Change in Total Annual GDP in region 0.9% 0.9%

The comparison between the two models suggests the results are in most cases very
similar, particularly when looking at the total impact of a project on the economy.
Simulations of employment and Gross Domestic Product for Rockingham County in both
the REMI and RIMS II model are approximately the same. The REMI and RIMS II
models are nearly identical in the estimated economic impacts of a casino in the
operations phase. For example, both models assume that employment in Rockingham
County will increase by 1.6% due to the operation of a casino.

However, there were two differences worth noting. First, base case earnings in the REMI
model are substantially higher than in the RIMS II model. This is largely because the
REMI model estimate of earnings includes non wage employee compensation, such as
employer contributions to health insurance and pension plan. Second, the REMI model

52 These are occupational groupings used to analyze employment.
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shows a lower construction phase net impact (direct jobs plus indirect and induced jobs)
on the local economy than is shown in the RIMS Il model. For example, the total job
impact on the economy is 1.8% in the RIMS II model, versus 1.5% in the REMI model.
We believe the difference comes from the REMI model assuming more “leakage” outside
the region in estimating construction impacts. That is, the REMI model assumes that
many of the people filling construction jobs will commute into those jobs from outside
the region, and thereby creating a smaller economic impact than in the RIMS II model.

In summary, we believe that the use of RIMS II provides a good baseline for assessment
of the economic development implications of expanded gambling in New Hampshire,
with an understanding that the use of REMI might result in slightly different results, but
no difference in the overall policy implications.
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Chapter 3: Problem Gambling in New Hampshire

For a portion of adults who gamble, gambling becomes more than just entertainment — it
becomes a pathological problem with personal and community impacts. Critics of
expanded gambling often point to problem gambling creating social costs to the
community that would more than outweigh the potential economic development and state
revenue benefits. We offer here a brief discussion of problem gambling and the caveats
regarding the current research, and we discuss the scope of potential prevalence of
problem and pathological gambling in New Hampshire.

Geographic availability of a gambling venue has a large impact on the prevalence. The
National Gambling Impact and Behavior Study report by NORC  found that the risk of
problem and pathological gambling doubles when a person lives within 50 miles of a
gambling venue. Currently, none of New Hampshire’s residents are within 50 miles of a
gambling venue. Also, although most New Hampshire residents have access to pari-
mutuel betting and lottery games, not all types of gambling activities pose the same risk
to develop pathological behavior. Studies have noted that machine gambling, such as
slots and VLTs, are more commonly reported by pathological gamblers as their choice of
game (upwards of 70%) over other types of gambling, even if other forms are available in
the same venue.**

What is Problem Gambling?

The idea of pathological gambling is relatively new compared to other aspects of mental
disorder sciences. The diagnostic criteria for pathological gambling was established in
the fourth edition of the Diagnostic and Statistical Manual of Mental Disorders (DSM-
IV) in 1994; whereas, the diagnoses of alcohol or drug addictions were established in the
first edition in 1952.

According to the DSM-IV, problem and pathological gambling are a set of disorders
where a person has uncontrollable urges to gamble regardless of any harmful
consequences. Gambling disorders are often characterized by the person experiencing
harm because of one’s gambling behavior beyond the gambling behavior itself. Issues
associated with gambling are diagnosed using 10 criteria regarding an individual’s
gambling behavior (listed below). The NORC study noted that a person with 5 or more of
these behaviors meets the definition of a pathological gambler.®® A person with 3 to 4
criteria is considered a problem gambler, and a person with 1 to 2 criteria is at-risk for
developing a gambling disorder.

% National Opinion Research Center (NORC). “Gambling Impact and Behavior Study.” University of
Chicago. 1999.

% Breen and Zimmerman. “Rapid Onset of Pathological Gambling in Machine Gamblers.” Journal of
Gambling Studies. Vol. 18. No. 1. Spring 2002.

% American Psychiatric Association. “Diagnostic and Statistical Manual of Mental Disorders DSM-IV
Fourth Edition.” 1994.

% NORC 1999.
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noting. Not surprisingly, the market areas with the largest populations will also have the
largest numbers of problem gamblers. However, because the risk of becoming a problem
gambler decreases with distance, the size of the population and the type and
attractiveness of a gambling venue are important factors to consider.

Table 11
Induced Gambling Disorders among Current and New Gamblers

Market Area and Total w/ Gambling

Casino Type

Problem Gamblers

Pathological Gamblers

Disorder

Low

High

Low

High

Low

High

Southern NH

Large with Table Games|

4,506

8,828

2,483

5,424

6,988

14,252

Large w/o Table Games|

3,182

6,235

1,761

3,848

4,943

10,083

Small with or w/o Table Games]

1,129

2,212

642

1,403

1,771

3,614

Southwestern NH

Large with Table Games|

741

1,452

410

896

1,151

2,348

Large w/o Table Games]

507

994

283

618

790

1,611

Small with or w/o Table Games|

215

421

123

269

338

690

Lakes Region

Large with Table Games|

2,222

4,353

1,223

2,672

3,445

7,025

Large w/o Table Games|

1,581

3,097

873

1,908

2,454

5,006

Small with or w/o Table Games|

672

1,316

378

826

1,050

2,142

Ski Country

Large with Table Games|

659

1,292

370

808

1,029

2,100

Large w/o Table Games|

406

796

232

507

638

1,303

Small with or w/o Table Games]

135

264

84

184

219

448

Great North Woods

Large with Table Games|

146

286

81

178

228

464

Large w/o Table Games]

96

188

54

118

150

306

Small with or w/o Table Games|

14

28

21

24

48

The influence of the size of the population is easily evident — the larger the base
population, the more problem gamblers one would expect assuming equal risk. What is
not as evident is the influence on the facility type. Between a large facility with table
games to a large facility without them, we assumed a 20% reduction in the facility gravity
factor (see Table 2 in Chapter 1). This drop in attractiveness to the surrounding
population had more than a 20% reduction of induced gamblers who are estimated to
have problem gambling. And, once the model was adjusted for a small facility (with or
without table games), the total population of gamblers would not exceed the estimate of
adults who currently gamble. Therefore, the population of problem gamblers in a market
with a small casino only represents new problem gamblers among the population of
adults who currently are gambling and not among new gamblers induced by the presence
of a new casino.

Proximity to a casino also influences the number of problem gamblers. Table 12 below
shows one example of how the prevalence of problem gambling varies across drive times
for new gamblers by each market area, based on the model to estimate problem gamblers
described above.

New Hampshire Center for Public Policy Studies

GSC 79



The Impact of Expanded Gambling in New Hampshire 44

Table 12
Market Area, Large | Gambling Disorders among
Casino with Table Induced Gamblers
Games Low High
Southern NH
0-30 minutes| 1,946 3,969
30-60 minutes 4,532 9,243
60-90 minutes 510 1,041
Southwestern NH
0-30 minutes 142 290
30-60 minutes 700 1,429
60-90 minutes 309 629
Lakes Region
0-30 minutes 633 1,291
30-60 minutes 2,793 5,696
60-90 minutes 19 38
Ski Country
0-30 minutes 111 226
30-60 minutes 319 651
60-90 minutes 600 1,224
Great North Woods
0-30 minutes 78 160
30-60 minutes 37 76
60-90 minutes 112 228

If a large facility was placed in southern New Hampshire, for example, the relative
impact on the residents of Salem, for example, would be the greatest; however, it is the
areas that are between 30 and 60 minutes that would have the most cases of gambling
disorders. This is due to the larger population centers of Manchester and Nashua falling
into this area. This phenomenon is present in many of the market areas studied — having
implications for where prevention and/or treatment activities should be diverted to be the
most effective.

Calculating potential increases in crime due to gambling

The presence of a casino may increase crime in the area where it is located, but the
reasons for why it occurs and whether the risk of being a victim of a crime changes is still
widely debated.*® In what follows, we provide estimates of the potential impact of

% Grinols and Mustard. “Casinos, Crime, and Community Costs.” Review of Economics and Statistics.
88(1):28-45. February 2006. Comment — Walker. “Do Casinos Really Cause Crime?”” Econ Journal Watch.
5(1):4-20. January 2008. Reply — Grinols and Mustard. “Correctly Critiquing Casino-Crime Causality.”
Econ Journal Watch. 5(1):21-31. January 2008. Rejoinder — Walker. “The Diluted Economics of Casinos
and Crime: A Rejoinder to Grinols and Mustard’s Reply.” Econ Journal Watch. 5(2):148-55. May 2008.
Reply — Grinols and Mustard. “Connecting Casinos and Crime: More Corrections of Walker.” Econ Journal
Watch. 5(2):156-62. May 2008.
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expanded gambling on crime in New Hampshire. We begin with a discussion about what
we know from the literature to provide some context for decision-makers.

Research seems to generally accept the idea that crime increases on an absolute basis
with the introduction of a casino. Logically, casinos bring tourists in, which increase the
number of people in the area and therefore increases the number of potential victims of
crime. This idea certainly fits in when considering crimes that occur in public, like auto-
theft. Research has also pointed to pathological gambling as a source of crime. For
example, a problem gambler may steal in order to support more gambling.

Other factors have been suggested as to why the absolute numbers of crimes increase.
One, fewer police per capita may occur (if considering tourists), and police may spend
more time handling crimes at a casino instead of patrolling the community. Casinos have
high levels of security, and therefore they may be more apt to catch a crime and report it
to local police. This would divert police resources away from the community; thereby,
allowing more crime in the community to occur. Two, casino tourism is different from
other kinds of tourism. Alcohol is often complimentary or discounted to players and
large amounts of money are exposed and handled in the facility. These could be
considered risk factors in a visitor becoming a victim of a crime. *'

Generally, researchers have used different methods to determine increases in crime and
social impacts in communities that introduced casinos. One study compared casino
communities’ crime rates with the crime rates of demographically similar communities
without casinos.® Another study examined the changes in crimes rates over time in
counties that built casinos.® Both of these study designs have their strengths and
weaknesses. But, the overall base of research lacks multiple studies of each design to be
able to evaluate which design may be better to study the issue of crime and gambling.
More research, especially rigorous, peer-reviewed studies, from organizations without
ties to either the gambling industry or the anti-gambling lobby is needed to truly
understand the complexity of the social impacts of gambling.

Currently, Grinols and Mustard (2006) offer the most detailed attempt to associate
casinos and crimes to date. Other research has been inconclusive (Stitt 2003, for
example) and research is not without its critics (Walker 2007).

Using data from Grinols and Mustard, we offer a simple model to examine the potential
increase in crime across each of the market areas of interest. Two caveats to these
estimates. First, these estimates are based on the presence of any casino, so data is not
adjusted for the size or attractiveness of the facility. Second, the estimates are not
aggregated by drive time areas. The population figures these estimates are based on is the
total population within a 90 minute drive of a given facility. Estimates for the increase in

81 Walker DM. “Casinos and Crime in the US.” Handbook on Economics of Crime. (forthcoming
September 2010). March 2009.

82 Stitt, Nichols, and Giacopassi. “Does the Presence of Casinos Increase Crime? An Examination of
Casino and Control Communities.” Crime and Delinquency. 49(2): 253-84. April 2003.

8 Grinols and Mustard. “Casinos, Crime, and Community Costs.” Review of Economics and Statistics.
88(1):28-45. February 2006.

“ Ibid. Pg. 41-42.
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crime by market area are shown in the table below (Table 13). Due to the extent of the
data available on which to base a model, these estimates focus on FBI Index I crimes
only.

Table 13 shows over 1,200 additional FBI classified Index I crimes in the southern New
Hampshire market area, for example. The vast majority of the increase in crimes (91%)
is for crimes related to money or property — auto theft, burglary, and larceny. However,
according to Grinols, there would also be substantial increases of violent crime —
aggravated assault, rape, and robbery — as well, but, as the table shows, they are less
common.

Two additional caveats should be considered when reviewing these estimates. First,
these estimates are based on the portion of New Hampshire residents within each market
area only. It is certainly possible that visitors from outside New Hampshire will commit
a crime associated with a gambling disorder in another state after visiting a New
Hampshire based venue. These estimates would not include those crimes and only count
crime committed within state borders.

Second, as a forthcoming report by the Center will show, many towns in the state do not
report crime statistics and those that do have only begun to do so recently.® For
example, Salem, NH — a town where expanded gambling may very well be introduced,
does not currently report crime statistics. Therefore, these estimates are based on state
totals and do not reflect variations in criminal activity across these communities.
Presumably, these estimates over-count crime in some areas and under-count crime in
others. This adds uncertainty to any study of casinos and crime specific to New
Hampshire.

% www.nhpolicy.org. Report on crime reporting in New Hampshire forthcoming.
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Southern NH

Table 13: Estimated Crime Impacts by Market Area

NH Crime Rate per

Estimated

Crime Type 100,000 residents, C“”ef“ No. Percent New Crime NO'. New Tptal
of Crimes Rate Crimes Crimes
2007 Increase
Aggravated Assault 78.0 485 10% 85.8 48 533
Rape 25.3 157 10% 27.8 16 173
Robbery 32.8 204 23% 40.3 47 251
Murder 1.1 7 10% 1.2 1 8
Larceny 1414.4 8,786 9% 1,536.0 756 9,541
Burglary 378.9 2,354 9% 411.5 202 2,556
Auto Theft 98.7 613 30% 128.3 184 797
Southwestern NH
. NH Crime Rgte per Current No. Estimated New Crime| No. New Total
Crime Type 100,000 residents, . Percent . .
2007 of Crimes Increase Rate Crimes Crimes
Aggravated Assault 78.0 113 10% 85.8 11 124
Rape 25.3 37 10% 27.8 4 40
Robbery 32.8 47 23% 40.3 11 58
Murder 1.1 2 10% 1.2 0 2
Larceny 1414.4 2,045 9% 1,536.0 176 2,221
Burglary 378.9 548 9% 411.5 47 595
Auto Theft 98.7 143 30% 128.3 43 186
Lakes Region
. NH Crime Rgte per Current No. Estimated New Crime| No. New Total
Crime Type 100,000 residents, . Percent . .
2007 of Crimes Increase Rate Crimes Crimes
Aggravated Assault 78.0 215 10% 85.8 22 237
Rape 25.3 70 10% 27.8 7 77
Robbery 32.8 91 23% 40.3 21 111
Murder 1.1 3 10% 1.2 0 3
Larceny 1414.4 3,906 9% 1,536.0 336 4,242
Burglary 378.9 1,046 9% 411.5 90 1,136
Auto Theft 98.7 273 30% 128.3 82 354
Ski Country
. NH Crime R_ate per Current No. Estimated New Crime| No. New Total
Crime Type 100,000 residents, ) Percent . )
2007 of Crimes Increase Rate Crimes Crimes
Aggravated Assault 78.0 192 10% 85.8 19 211
Rape 25.3 62 10% 27.8 6 68
Robbery 32.8 81 23% 40.3 19 99
Murder 1.1 3 10% 1.2 0 3
Larceny 1414.4 3,473 9% 1,536.0 299 3,771
Burglary 378.9 930 9% 411.5 80 1,010
Auto Theft 98.7 242 30% 128.3 73 315
Great North Woods
. NH Crime R_ate per Current No. Estimated New Crime| No. New Total
Crime Type 100,000 residents, ) Percent . .
2007 of Crimes Increase Rate Crimes Crimes
Aggravated Assault 78.0 31 10% 85.8 3 34
Rape 25.3 10 10% 27.8 1 11
Robbery 32.8 13 23% 40.3 3 16
Murder 1.1 0 10% 1.2 0 0
Larceny 1414.4 556 9% 1,536.0 48 604
Burglary 378.9 149 9% 411.5 13 162
Auto Theft 98.7 39 30% 128.3 12 50
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Chapter 4: Estimating the Social Costs of Gambling

A review of the literature suggests that there are a number of negative consequences
potentially associated with an expansion of gambling. Table 14 provides a useful
categorization of these social impacts and what party bears the financial costs of each of

the impacts.

Table 14: Social Impacts Associated with Gambling®

Type Bearer of Costs

Description

Local communities, law
enforcement, individuals,
courts, corrections

Crime

Increase in crime associated with the introduction of a gambling
facility. Majority of crime is monetary in nature (theft, burglary),
but violent crimes may be associated as well.

Business and Individual, family, economy,

Increase in lost work days, lost productivity, and employment

Employment Costs | businesses termination.
Bankruptcy g;sg:g;als’ banks, legal system, Bankruptcy as a result of gambling debts.

Health insurer, treatment
provider, family

Mental Illness

Gambling is associated with mental illness such as depression
and anxiety.

Suicide Family

Problem and pathological gamblers have a higher risk for
suicidal thoughts and committing suicide than the general public.

Social Services Government, Service Agencies

These are the costs related to unemployment, welfare, and
treatment costs due to individuals with problem gambling.

Government expenditures to operate a gambling regulatory

Regulatory Costs Government agency.
Family Cost Famil This includes costs associated with divorce, spousal separation,
amily LOSts Y and child abuse and neglect, and domestic violence.
These costs are those associated with money lost gambling that
Abused Dollars Family, Friends, Employers was taken from family, friends, or employers that is never

reported as a crime.

Individuals, family, friends,

Social Connections communities

Reduction of social capital

Government, Local
communities

Political

Increasing concentration of economic power could result in
disproportionate political influence

Theoretically, many of these impacts have a financial cost to society one way or another
and should be considered in an evaluation of the costs and benefits of expanded
gambling. Despite almost universal recognition of these potential issues, the research
into the social impacts of gambling is a relatively new field and like any young field of
scientific research, data sources are often scarce and disagreement on measurement
methodologies is rampant. Generally speaking, it takes time and multiple rigorous
studies to establish a baseline of information for a new field of science.

Moreover, there is no consensus in the literature regarding which social costs can or
should be included in a cost-benefit analysis. For example, Walker (1999) argues that
only those costs which result in a net reduction in economic wealth should be considered
as part of the definition of social costs. Under this argument, abused dollars which
reflect a transfer of wealth rather than an overall reduction of wealth should not be

% Sources: NORC (1999), pp. 52; Grinols E. “Gambling in America: Costs and Benefits” Cambridge
University Press. 2004. pp. 132-146; Walker D and Barnett A. “The Social Costs of Gambling: An
Economic Perspective.” Journal of Gambling Studies. 15(3). September 1999. pp. 184.
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included. Moreover, there is the difficulty of quantifying these “costs” in a meaningful
way. It is difficult, for example, to quantify the financial consequences of a loss of social
capital or undue influence on the political process.

Estimating the Financial Costs of the Social Impacts of
Gambling

As noted in Table 14, the financial costs of the social impacts of problem gambling are
borne by family members, employers, mental health, law enforcement, and the
government. For estimating the financial costs of the social impact of gambling, we
originally looked at several methods from the national base of academic and public
policy research.

There is no agreed upon model for simulating social costs; each method we researched
showed wide variation in measurement and methodology, and therefore they had wide
variation in their estimates. The wide variation that existed results from basic differences
in the belief regarding what should, or should not be included in these analyses. This
variation becomes even more complex when adding in a low and high estimate for the
population of problem gamblers in an area.

Therefore, we use the estimates of social costs as defined in the NORC study (1999) with
estimates adjusted to 2007 dollars, in order to match the year of the population estimates
used to estimate problem gamblers. In order to test this model — especially given the lack
of consensus in the literature — we estimated social costs using several different models.
The resulting estimate from the NORC study was most often the median of all estimates.

The factors included in our social cost model from the NORC study are shown in Table
15 below. One can see a line for government costs only, which has the most direct
impact on state revenues. Beyond adjustments for inflation, two other adjustments were
made. One, we removed treatment costs from this estimate as we will include a separate
estimate for treatment costs later in the model. Second, several factors were measured on
a lifetime basis. To annualize these costs, we divide by a factor of four, as per the
Louisiana State University Medical Center study on gambling disorders.®’

¥7 Westphal et al. “Estimating the Social Costs of Gambling Disorders in Louisiana for 1998.” LSUMC —
Shreveport Gambling Studies Unit. March 1999.
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Table 15
National Opinion Research Center at the University of Chicago (1999)
Annual estimates of social costs (in 2007 dollars)

Type of Cost Primary Payer Total Costs per Gambler
Problem Pathological
Unemployment benefits Government $ 811% 106
Welfare Government $ 112 | $ 75
Arrests Government $ 299 [ $ 389
Corrections Government $ 208 [ $ 529
Job loss Employer $ 249 [ $ 398
Divorce Family $ 607 | $ 1,338
Poor Health Family/Insurer/Provider $ - $ 871
Poor Mental Health Family/Insurer/Provider $ 448 | $ 411
Filed Bankruptcy Creditors $ 482 | $ 1,027
TOTAL $ 2,486 | $ 5,143
TOTAL GOV'T ONLY $ 700 | $ 1,098

Regulatory Expenses

Not included in these estimates presented above are the costs to the state to provide a
regulatory agency to oversee expanded gambling activities. A recent bill introduced in
the New Hampshire legislature included an estimate of what the regulatory costs of new
gambling activities would be.*® The Racing and Charitable Gaming Commission,
Department of Safety, and Department of Justice estimated their costs under the proposed
regulatory structure; however, the Lottery Commission explicitly stated it was not able to
estimate the expenses related to the administration and regulation of expanded gambling.
Using the other three agencies’ estimates, the total regulatory cost for fiscal year (FY)
2011 is estimated to be $6,477,558. Without any estimates of expenses from the Lottery
Commission, this is obviously an underestimate. For our social costs model, the full $6.5
million will be included unadjusted, as a regulatory structure is a necessity for any model
of expanded gambling.

Treatment Costs for Gambling Disorders in New Hampshire

Recently, the Department of Health and Human Services (DHHS) presented estimates of
treatment costs for problem and pathological gambling.® The budget proposed to the
Gaming Study Commission includes prevention services, educational programming, and
treatment costs for those with a gambling disorder. DHHS estimates assumed that only
half of pathological gamblers would seek treatment services in some capacity. As shown
in Table 16, with additional costs for administration, program development, and program
evaluation, the estimate presented for FY2011 is $6.7 million.

% See Fiscal Note from SB489 2010.
% Presentation to the Gambling Study Commission by Joe Harding, Director, Bureau of Drug and Alcohol
and Drug Services, DHHS, March 16, 2010.
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Table 16%
DHHS Proposed Budget for Problem Gambling Treatment Program
| [ [ SFY11 SYF12
Community Level Prevention Services $250,000 $250,000
Media/Social Marketing $665,000 $380,000
I
Clinical Services # Served
Crisis Eval 236 $118,813 $118,813
Outpatient 5,310 $4,141,660 $4,141,660
I0P 590 $1,061,964 $1,061,964
TOTAL 6,136 $5,322,436 $5,322,436
Training/Program Development $20,648 $13,148
Program Evaluation $65,000 $32,500
Administration $382,393 $339,664
I
TOTAL $6,705,477 $6,337,748

To integrate this estimate into our social costs model, we assume administration,
evaluation, prevention, marketing, and program development are fixed costs regardless of
the size of any expansion. °' DHHS estimates that half of pathological gamblers may
seek clinical services, so we adjust total treatment cost estimates based on half the
estimated number of pathological gamblers in each market area. Table 17 below shows
the estimated treatment costs by market area.

Table 17
Treatment and Prevention Costs (in millions)
Market Area Large Casino with Table | Large Casino w/o Table | Small Casino with or

Games Games w/o Table Games

Low High Low High Low High

Southern NH $2.5 $3.7 $2.1 $3.1 $1.7 $2.0

Southwestern NH $1.6 $1.8 $1.5 $1.7 $1.4 $1.5

Lakes Region $1.9 $2.5 $1.8 $2.2 $1.5 $1.7

Ski Country $1.5 $1.7 $1.5 $1.6 $1.4 $1.5

Great North Woods $1.4 $1.5 $1.4 $1.4 $1.4 $1.4
 Ibid.

! Based on FY 2011 figures. The total fixed costs for providing treatment are estimated to be $1.4 million.
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Calculating Social Costs by Market Area

The sections above lay the foundation for creating social cost estimates by each market
area. The following offers estimates of the financial impact of social costs by those same
market areas. Starting with the population estimates - low and high for current gamblers
and induced gamblers — aggregated across facility types, we multiply the prevalence of
problem and pathological gamblers by the average social costs presented above. First, we
offer estimates that reflect the social costs the state currently may be experiencing due to
the population of problem gamblers among current gamblers in New Hampshire.

Table 18
Social Costs Among Current Gamblers (in millions)
Market Area Non-Government Related Social | Government Related Costs
Costs Only

Low High Low High
Southern NH $10.3 $21.4 $3.4 $6.9
Southwestern NH $2.4 $5.0 $0.8 $1.6
Lakes Region $4.6 $9.5 $1.5 $3.1
Ski Country $4.1 $8.5 $1.3 $2.7
Great North Woods $0.7 $1.4 $0.2 $0.4

Table 18 displays the increase in social costs by new problem gamblers for each market
area depending on the size and type of casino introduced. Earlier, we estimated that a
small facility would not necessarily have the “gravity” to induce additional gamblers.
Therefore, the social costs included represent new problem gamblers among the
population of adults that currently are gambling.**

Table 19 below shows the social costs among new gamblers associated with expansion of
gambling under different assumptions. These estimates include the costs for regulatory
expenses and state supported treatment. The following table presents the estimates for
total social costs by market area across different types of gambling venues for those that
impact the government directly and non-government related social costs. The total cost of
a regulatory framework is assumed to be constant across models. That is, the
administrative costs for regulating one smaller facility may be the same for regulating a
larger facility. The same is true for administrative costs of treatment programs.

Estimates are adjusted to reflect the number of problem gamblers seeking clinical
services, but the costs for administration remains the same across market areas and
facility sizes.

%2 Given that proximity is known to increase participation, it is reasonable to conclude that among the
population that currently are gambling, placing a casino within a shorter distance would induce this
population to gamble more within the state, and, therefore, increase their risk for developing a gambling
disorder.
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Table 19
Total Estimated Social Costs from Induced Gamblers (in millions)
Marke_t Area and Large Casino with Table Games Large Casino w/o Table Small Casino with or
Casino Type Games w/oTable Games
Low High Low High Low High
SOUTHERN NH
Government Costs
Regulatory Costs $6.5 $6.5 $6.5 $6.5 $6.5 $6.5
Treatment Costs (DHHS) $2.5 $3.7 $2.1 $3.1 $1.7 $2.0
Social Costs (less treatment) $5.9 $12.1 $4.2 $8.6 $1.5 $3.1
TOTAL] $14.8 $22.4 $12.8 $18.1 $9.6 $11.6
Non-Government Costs
Social Costs| $18.1 $37.7 $12.8 $26.7 $4.6 $9.6
TOTAL SOCIAL COSTS $32.9 $60.1 $25.6 $44.8 $14.2 $21.2
SOUTHWESTERN NH
Government Costs
Regulatory Costs| $6.5 $6.5 $6.5 $6.5 $6.5 $6.5
Treatment Costs (DHHS), $1.6 $1.8 $1.5 $1.7 $1.4 $1.5
Social Costs (less treatment), $1.0 $2.0 $0.7 $1.4 $0.3 $0.6
TOTAL $9.0 $10.3 $8.6 $9.5 $8.2 $8.6
Non-Government Costs
Social Costs| $3.0 $6.2 $2.0 $4.3 $0.9 $1.8
TOTAL SOCIAL COSTS $12.0 $16.5 $10.7 $13.8 $9.1 $10.4
LAKES REGION
Government Costs
Regulatory Costs| $6.5 $6.5 $6.5 $6.5 $6.5 $6.5
Treatment Costs (DHHS), $1.9 $2.5 $1.8 $2.2 $1.5 $1.7
Social Costs (less treatment), $2.9 $6.0 $2.1 $4.3 $0.9 $1.8
TOTAL $11.3 $15.0 $10.3 $13.0 $8.9 $10.0
Non-Government Costs
Social Costs| $8.9 $18.6 $6.4 $13.3 $2.7 $5.7
TOTAL SOCIAL COSTS $20.2 $33.6 $16.7 $26.2 $11.6 $15.7
SKI COUNTRY
Government Costs
Regulatory Costs| $6.5 $6.5 $6.5 $6.5 $6.5 $6.5
Treatment Costs (DHHS), $1.5 $1.7 $1.5 $1.6 $1.4 $1.5
Social Costs (less treatment), $0.9 $1.8 $0.5 $1.1 $0.2 $0.4
TOTAL $8.9 $10.0 $8.5 $9.2 $8.1 $8.3
Non-Government Costs
Social Costs| $2.7 $5.6 $1.7 $3.5 $0.6 $1.2
TOTAL SOCIAL COSTS $11.6 $15.6 $10.2 $12.7 $8.7 $9.5
GREAT NORTH WOODS
Government Costs
Regulatory Costs| $6.5 $6.5 $6.5 $6.5 $6.5 $6.5
Treatment Costs (DHHS), $1.4 $1.5 $1.4 $1.4 $1.4 $1.4
Social Costs (less treatment) $0.2 $0.4 $0.1 $0.3 $0.0 $0.0
TOTAL $8.1 $8.3 $8.0 $8.2 $7.9 $7.9
Non-Government Costs
Social Costs| $0.6 $1.2 $0.4 $0.8 $0.1 $0.1
TOTAL SOCIAL COSTS $8.7 $9.6 $8.4 $9.0 $7.9 $8.0
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The Social Cost Impact on Massachusetts

The social impacts and costs of expanded gambling in New Hampshire would certainly
have an impact on the states that border ours. In order to fully understand the scope of
social impacts that would be caused by New Hampshire casinos, we offer estimates of the
potential problem gamblers and related costs to the state of Massachusetts.

Massachusetts would not be the only state to have increase social impacts due to a New
Hampshire casino, but they would be by far the largest. And, so we provide these
estimates as an example of how the social costs of gambling are not bound by state lines.

Table 20 presents the prevalence estimates of problem and pathological gamblers if a
casino were to be introduced in a given market area, calculated with the same method as
estimating problem gamblers for New Hampshire. The markets for the Ski Country and
the Great North Woods estimated above are too far north to have any substantial impacts
on the state of Massachusetts. Therefore, these estimates show only the southern NH,
southwestern NH, and lakes region markets, by facility type and size.

Table 20
Induced Gambling Disorders among Current and New Gamblers

Market Area and Total w/ Gambling

Problem Gamblers Pathological Gamblers

Casino Type

Disorder

Low

High

Low

High

Low

High

Southern NH

Large with Table Games|

20,567

40,296

11,347

24,790

31,913

65,087

Large w/o Table Games|

14,392

28,199

7,981

17,437

22,374

45,636

Small with or w/o Table|
Games

6,106

11,964

3,465

7,569

9,571

19,533

Southwestern NH

Large with Table Games|

1,985

3,890

1,111

2,427

3,096

6,317

Large w/o Table Games|

1,250

2,449

710

1,551

1,960

4,001

Small with or w/o Table|
Games

528

1,034

316

691

844

1,725

Lakes Region

Large with Table Games|

500

979

296

646

795

1,625

Large w/o Table Games

98

191

77

168

174

359

Small with or w/o Table|
Games

0

0

24

51

24

51

The table below shows the social costs associated with the new problem and pathological
gamblers displayed in the table above. Again, these estimates were calculated using the
same method used to calculate the social costs within New Hampshire.
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Table 21
Total Estimated Social Costs from Induced Gamblers (in millions)
Market Area and . ) Large Casino w/o Table Small Casino with or
. Large Casino with Table Games
Casino Type Games w/oTable Games
Low High Low High Low High

Southern NH
Government Costs $26.9 $55.4 $18.8 $38.9 $8.1 $16.7
Non-Government Costs $82.6 $172.2 $58.0 $120.9 $24.9 $52.0
TOTAL SOCIAL COSTS $109.5 $227.7 $76.8 $159.8 $33.0 $68.7
Southwestern NH
Government Costs $2.6 $5.4 $1.7 $3.4 $0.7 $1.5
Non-Government Costs $8.0 $16.8 $5.1 $10.6 $2.2 $4.6
TOTAL SOCIAL COSTS $10.6 $22.2 $6.8 $14.1 $2.9 $6.1
Lakes Region
Government Costs $0.7 $1.4 $0.2 $0.3 $0.0 $0.1
Non-Government Costs $2.1 $4.4 $0.5 $1.0 $0.1 $0.2
TOTAL SOCIAL COSTS $2.8 $5.8 $0.6 $1.3 $0.1 $0.3

Given the large population within Massachusetts in the southern NH market area, one can

see that the estimate problem gamblers and the associated social costs are far greater in
Massachusetts than in New Hampshire for a facility so close to the state line.
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Chapter 5: Estimating Benefit to the State

As has been shown, there are potential benefits and costs to expanded gambling.
Depending on the size of the facility to be created, local communities could see
significant job creation associated with the construction phase of any development
initiative, and depending on the type of facility (VLT only versus VLT and table games)
of the operations component. Local communities could see a positive impact on their
property tax assuming no special compensation is given to a facility being created in a
community.

There are also potential revenue benefits to the New Hampshire state government. Our
models suggest that there is the potential to generate revenue to the state, even after
netting out the impact of the substitution (or displacement) of existing spending for
gambling activities.

Our work also suggests that there is the potential for offsets to these revenues to the state.
These offsets include the potential competitive impact of Massachusetts expanding
gambling, an increase in the number of individuals that are gambling with a pathological
gambling problem and the associated social costs, and including some estimate of the
impact of the recession on spending on gambling.

In this section, we combine our revenue simulation model and our social cost model to
show the impact of a variety of factors on the calculation of benefits to the state. The
model the Center has developed can be used to estimate the impact different types of
facilities, in different parts of the state, and assess how it might impact local communities
(property taxes, job creation, and social costs) and how it might impact the state. In these
calculations we use revenues unadjusted for the economic recession. The upper estimates
of social costs were used.

After highlighting the impact of various factors on estimating benefits to the state, we
show a simple calculation of benefit to the state only. Included in this calculation are the
potential revenues to the state (including revenues associated with enhanced economic
development activities) and the potential direct and indirect financial costs to the state
associated with social costs. Excluded from this calculation are those benefits that are
specifically local.

The data used in these calculations can be found in Appendix A for each of the sites that
were simulated, under the alternative assumptions about size and type of facility. These
tables include our model estimates of revenue, economic development (jobs and GDP
impacts), and social costs for each market area. These data can be used to estimate the
costs and benefits to the state, the local community or to both.

The Impact of Timing

In all our calculations to date, the implicit assumption is that benefits and potential costs
accrue to the state all at the same time. We know this to be false. A true simulation of
economic implications might include an assessment of the net present value of the
various costs and benefits. The Center has not attempted to simulate this, and uses this
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figure for illustrative purposes; Figure 11 below shows the potential timing of various
costs and benefits to gambling.

This chart has a number of implications. First, only license fees and the economic
development implications of construction activities would be experienced immediately.
The economic development revenue implications of the operations of a facility would
depend critically on how long construction took, and how quickly the facility was ramped
up to a particular size. As noted, the economic and revenue implications vary
considerably depending on the size of the facility.

The potential social costs implications would be staggered as well. The development of
jobs would clearly reduce the social costs of existing unemployment in the short term
(which we have not modeled). The development of pathological behavior would be
delayed until the opening of the facility and until gambling behavior became pathological
or problem.

Figure 11
Hypothetical Description of Time's Role in Understanding Impact of Gambling

Year1l | Year2 | Year3 | Year4 | Year5

Economic Development
Construction (18 Months)
Operations

Revenues

License Fees
Net State (Gambling, M&R, Lottery)

Social Costs

Net Benefit to Lowered Unemployment
Pathological Gambling Behavior

Impact of Pathological Gambling

The Impact of Massachusetts

The first model we estimated was the situation in which Massachusetts developed large
casinos at Suffolk Downs in East Boston and in Palmer (these represent the most recent
options) and New Hampshire did not have any casinos. This is presented in Figure 12
below. Given the fact that some individuals would go to Massachusetts and spend
discretionary income that would otherwise have been spent in New Hampshire, there is a
net loss of revenue to the state (due to reductions in meals and rooms estimates and to
lottery sales). In addition, there are a set of social costs (born by the government directly
and more broadly) that would result from New Hampshire residents developing
pathological or problem gambling behavior. In total, our model suggested that the state
could expect a loss of more than $68 million if Massachusetts were to expand gambling.
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Figure 12
Calculating Benefit to New Hampshire of Expanded Gambling in
Massachusetts, Large Facility ($500m Investment) Including Only Revenue
and Social Costs
$60
$40
Private
$20 -
Govt
(2]
.5 $0 $11
= -$24
E
= -$20 -
-$68

-$40 ¢

-$60 -

-$80

Revenue to State Social Costs Net State Benefit
(Assuming Massachusetts
Expands)

The Impact of Geography

The second series of models we estimated was designed to show the benefit to New
Hampshire of the development of a $500 million facility in various sites across the state.
In each site, we simulated the impact of developing a $500 million facility which
provides both VLTs and table games. We estimate the total potential revenues in each
site based on our drive time gravity model. Our estimates then net out the impact of
Massachusetts expanding gambling, the impact of changes in spending on other revenue
sources, and both government-paid and broader community social costs.

Figure 13 displays the results from this analysis. The graph clearly highlights the fact
that including factors other than simple revenues has a significant impact on
understanding the benefit of expanded gambling to the state. For all sites examined, the
inclusion of these factors significantly reduced the benefit to the state. Graphs showing
the calculations for each site can be found in Appendix C.
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The Impact of Expanded Gambling in New Hampshire
Figure 13
Benefit to the State of Expanded Gambling ($500m Investment, VLTs and table
games) Including Social Costs and Massachusetts Expansion
$250
$219 O Total Revenue Potential
M Net State Benefit
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@
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$53
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Southern NH  Southwestern NH  Lakes Region Ski Country North Country
-$50

A closer look at the benefit calculation for Southern New Hampshire (Figure 14) and for

the Lakes Region (Figure 15) highlights the impact of geography — and in particular the

impact of any decisions on the part of Massachusetts — on the potential revenue for New

Hampshire. Our model estimates that as much as $219 million in state revenues could

be generated by developing a $500 million facility in the southern part of the state. Our
model also suggests, however, that revenue would be significantly less ($149 million) if
Massachusetts were to develop casinos. Contrast this with the Lakes Region. Our

model suggests that developing a $500 million facility could generate as much as $38
million, and Massachusetts’ action would have a minimal impact on state revenues, as

shown in Figure 15.
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Figure 14: Benefit to the State of Expanded Gambling in Southern New Hampshire
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Calculating Benefit to the State of Expanding Gambling, Large Facility
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Figure 15: Benefit to the State of Expanded Gambling in the Lakes Region
Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment, 5,000 VLTs and Table Games) in Lakes Region
Including Only Revenue and Social Costs
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The Impact of Size

Just as the amount of investment and size of the facility have an impact on the economic
development implications of expanded gambling in New Hampshire, so does size have an
impact on the potential benefit to the state. This relationship is a function of the
assumption that the larger the size, the greater the gravity of the facility, and the more
likely it is that that facility will be able to draw gamblers into the facility.

Figure 16 below shows the results of the simulation of our model of benefit to the state
from two different models at the same site: a $500 million facility with VLTs and table
games and a $100 million facility with VLTs and table games. Note that these benefit
values are the same as those in Figure 13 above and reflect the calculation of total
revenues net of the impact of Massachusetts and potential social costs. Obviously, the
smaller the facility the less revenue is generated and the less benefit to the state.

What is more important than the estimates themselves is the degree to which the
reduction in the size of the facility begins to call into question the benefit to the state. In
our model of southwestern New Hampshire, for example, estimates of benefit drop from
approximately $14 million to $2 million. As stated before, the model is not so precise as
to predict that a $100 million facility with 2,000 VLTs would result in a $2 million
benefit to the state. Rather, the point of this simulation is to show that the smaller the
facility, the more likely it is that there is no benefit to the state of expanded gambling in
certain areas.

Figure 16

Benefit to the State of a $500m (5,000 VLTs and Table Games) versus a $100m Facility (2,000
VLTs and Table Games) in Various Sites
Benefit Calculated as Potential Revenue Net of Impact of Massachusetts and Social Costs
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Adjusting Revenue Estimates For The Recession

The Center’s estimates of gross receipts from casinos in New Hampshire are projected
based on actual casino gross receipts for selected Northeastern markets prior to the
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current recession. However, several sources have noted that casino visitations and
revenues have declined in association with the economic recession. Gambling revenues
in Nevada fell 10.4 percent in 2009, the largest single-year decline in state history. The
2009 decline follows a 9.7 percent decrease in 2008 when statewide gambling revenues
totaled $11.6 billion.”> Mohegan Sun’s revenues have declined by 10% in the last two
years.”* New Hampshire State Lottery revenue has declined by 16% over the last two
years. Thus, our revenue estimates provided up to this point should be considered
aggressive. The Center’s base case for revenues and benefit were presented in Figure 13
above.

The following figure (Figure 17), however, shows an alternative scenario, which adjusts
the estimated casino revenue in New Hampshire down by 16%. The adjustment is equal
to the decline in New Hampshire state lottery revenue from FY2008 to FY2010. Under
this scenario, only two sites show any significant benefit to the state, suggesting that
taking account of recession changes means that benefit to the state may be close to zero
for those sites other than Ski Country and Southern NH.

Figure 17
Benefit to the State of Expanded Gambling ($500m Investment, VLTs and table
games) Including Social Costs and Massachusetts Expansion, Adjusting for Declining
Gaming Revenue
$200
$181 O Total Revenue Potential
l Benefit to the State
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% http://www.lvrj.com/news/gaming-revenues-fall-by-biggest-percentage-ever-84117117.html
% GSC visit to Mohegan Sun, interview with Jeff Hartmann, 12/14/09
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Appendix B — Social Costs Prevalence Adjustment Data

Table B - 1: Prevalence Estimates by Drive Times and for Current Gamblers®

. Problem Pathological
Gambh_ng Cphort by Gamblers Gamblers
Drive Time
Low High Low High
0 - 60 minutes 4.7% 9.1% 2.5% 5.4%
60 - 90 minutes 3.1% 6.1% 1.7% 3.6%
Current gamblers 2.3% 4.6% 1.2% 2.7%
Table B - 2%
Distribution of Risk for Problem Gambling
Across Gambling Frequency Groups
Relative Risk
Age-Adjusted Lifetime | PNt ©f _
Visits to a Casino ota Problem Pathological
Gamblers Gamblers Gamblers
0-10 30% 0.0 0.0
11-50 23% 0.1 0.1
51-100 12% 0.4 0.8
101-500 15% 1.2 0.8
501-1000 7% 1.5 1.0
1001+ 13% 2.8 3.4

% Based on: Shaffer H and Hall M. “Updating and Refining Prevalence Estimates of Disordered Gambling
Behaviour in the United States and Canada.” Canadian Journal of Public Health. 92(3) p.168-72. May-June 2001.
See Past-Year adult estimates , Table 1, p. 169. High and low estimates are based on the ends of the 95%
confidence interval of prevalence estimates. We chose past-year prevalence estimates to be able to calculate an
annualized estimate.

% Relative risk estimates are based on reported cases of gambling disorders, see Kessler et al. “DSM-IV
Pathological Gambling in the National Co-morbidity Survey Replication.” Psychological Medicine. Vol.
38.pp.1351-60. September 2008.
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Appendix C — Benefit Calculations Associated with a $500

Million Investment in a VLT and Table Games Facility for
Each Market Area

TableC-1
Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment, 5,000 VLTs and Table Games) in Southern NH
Including Only Revenue and Social Costs
$250
$200 -
& $150 -
c
S
E $219
< $100
$149 Private
Govt
$22
$O T T T 1
Revenue to State Revenue to State Social Costs Net State Benefit
(Assuming
Massachusetts
Expands)
TableC -2
Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment) in Southwestern NH Including Only Revenue and
Social Costs
$250
$200 -
63 $150 -
c
S
E
< $100
$50
Private ~ $6
$39 $14
$0 B B o ST
Revenue to State Revenue to State Social Costs Net State Benefit
(Assuming
Massachusetts
Expands)
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TableC -3

Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment, 5,000 VLTs and Table Games) in Ski Country
Including Only Revenue and Social Costs

$250
$200 -
&
@ $150 -
S
E
= $100
$50
$68 $68 Private $6 $53
$0 ‘ GoviFE===Sg10
Revenue to State  Revenue to State Social Costs Net State Benefit
(Assuming
Massachusetts
Expands)
TableC-4

Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment, 5,000 VLTs and Table Games) in Lakes Region
Including Only Revenue and Social Costs

$250

$200

llions $$
©®
=
a
o

$100

n mi

$50

Private
$0 58 | 53 _Gont M $0

(Assuming
Massachusetts
Expands)

Revenue to State  Revenue to State Social Costs Net State Benefit
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TableC -5
Calculating Benefit to the State of Expanding Gambling, Large Facility
($500m Investment, 5,000 VLTs and Table Games) in Great North Woods
Including Only Revenue and Social Costs

$250

$200 -

$150 -
&
0
c
2 $100
S
£

$50
6 $6 Private $1 43
$0 | — ‘  —] ‘Govt —14%8 | >
Revenue to State  Revenue to State Social Costs Net State Benefit
i (Assuming
$50 Massachusetts
Expands)
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Want to know more?
-- Become a subscriber.

The NH Center for Public Policy Studies needs you.

Since 1996 the Center has delivered to New Hampshire’s policy makers, news organizations,
and citizens objective analysis that has become the foundation for better public policy. The
Center gets no state or federal appropriation. We have survived and flourished because of the
extraordinary generosity of the New Hampshire Charitable Foundation and a growing list of
private donors. To maintain our independence, we need to broaden our base of contributors.

Our goal: 100 new contributors, each donating $1,000 for an annual subscription to our research
reports and an invitation to our policy forums.

Our guarantee: Even if you don’t subscribe, you can get our reports for free. You can download
them from our website or call and we’ll mail you copies. For free. That’s our mission: “to raise
new ideas and improve policy debates through quality information and analysis on issues
shaping New Hampshire’s future,” and to do so in ways that make the information available to
everyone: legislators, school boards, small-business owners, voters. As long as we can raise
enough unrestricted money to support our inquiry into problems that matter to New Hampshire,
we will keep making that information available at no cost to people who will use it.

Our independence: The Center is a private, nonpartisan, not-for-profit organization. Our board
of directors sets our research agenda. Unrestricted donations allow the Center to pursue topics
that grant-makers typically won’t support: local governance, school funding, and corrections.
The Center exists only because of the generosity of our donors.

To subscribe: Send a check to:

New Hampshire Center for Public Policy Studies
One Eagle Square, Suite 510

Concord, NH 03301

Please include your mailing address and your name as you would like it to appear in our list of

donors. Your donation is 100% tax deductible. For more information about the Center and its
work, call Steve Norton, Executive Director at (603) 226-2500 or email snorton@nhpolicy.org.
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STATE OF NEW HAMPSHIRE
BY HIS EXCELLENCY
JOHN H. LYNCH, GOVERNOR

Executive Order 2009-2
An Order Establishing a Gaming Study Commission

Whereas, the General Court has considered several recent legislative proposals to
expand gaming activities and license video lottery machines at various locations in the
State; and

Whereas, the State would benefit from a thorough and comprehensive review of
various models for expanded gaming and their potential to generate state revenues, as
well as an assessment of the social, economic and public safety impacts of gaming
options on the quality of life in New Hampshire.

NOW, THEREFORE, 1, John H. Lynch, Governor of the State of New
Hampshire, by the authority vested in me pursuant to Part II, Article 41 of the
Constitution of the State of New Hampshire, do hereby order as follows:

1. There is established the Gaming Study Commission. The Commission shall
undertake a thorough and comprehensive review of various models for expanded gaming
and their potential to generate state revenues, as well as an assessment of the social,
economic and public safety impacts of gaming options on the quality of life in New
Hampshire. The Commission shall study the estimated state revenues that can be
achieved through expanded gaming options as well the stability and reliability of
expanded gaming as a source of state revenue. As part of its work, the Commission shall
consider the various gaming models implemented or under consideration in other states.

2. The Commission shall consist of no more than 15 members appointed by the
Governor consisting of public members and representatives of the following public
bodies, groups or interests: the general court; law enforcement; business; tourism; local
government; labor; social service organizations, and other organizations as may be
appropriate.

3. The chairpersen and vice-chairperson shall be designated by the Governor.
Members of the commission shall serve at the pleasure of the appointing authority.
Vacancies shall be filled in the same manner as the original appointments were made.

4. The Commission shall meet as soon as possible after August 15, 2009.
5. The Commission shall provide an opportunity for public input during its study.

In addition, all state agencies shall cooperate with the Commission and provide data,
information, reports or testimony as requested by the Commission.
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6. On or before October 1, 2009, the Commission shall submit to the Governor a
recommended schedule outlining its anticipated work and providing a recommended
deadline for the completion of work and submission of a report with its findings. On or
before December 1, 2009, the Commission shall submit an interim progress report to the
Governor.

Given under my hand and seal at the
Executive Chambers in Concord, this
16th day of July, in the year of our Lord,
two thousand and nine,

GSC 144



Commission Members

Andy Lietz, Chairman
PO Box 738
Rye, NH 03870

David Babson
PO Box 10
Ossipee, NH 06864

Jim Craig
84 Bay Street
Manchester, NH 03104

Michelline Dufort
40 Mullstone Drive
Concord, NH 03301

Tom Ferrini
69 Taft Road
Portsmouth, NH 03801

Mary Heath
Dean, School of Education
Southern NH University
2500 North River Road
Manchester, NH 03106

Bonnie Newman
PO Box 57
Portsmouth, NH 03802

Karen Pollard
City of Rochester
31 Wakefield Street
Rochester, NH 03867

David Bailey
55 Constitution Drive
Bedford, NH 03110

Ned Densmore
533 Wells Road
Franconia, NH 03580

Lew Feldstein
NH Charitable Foundation
37 Pleasant Street
Concord, NH 03301

Joseph Foster
9 Keats Street
Nashua, NH 03062

Mark MacKenzie
161 Londonderry Turnpike
Hooksett, NH 03106

Robert Odell
PO Box 23
Lempster, NH 03605

Maggie Pritchard
Genesis Behavioral Health
11 Church Street
Laconia, NH 03246

GSC 145






““...to raise new ideas One Eagle Square New Hampshive Center for =———
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information and analysis :
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Memorandum

To: Commissioners
From: The New Hampshire Center for Public Policy Studies
RE: Gaming Proposals Template Updated to Reflect Loudon, NH Proposal

Please find attached the promised template providing information on the various
proposals — Berlin, Sagamore, Rockingham, Seabrook and Loudon — on which you have
received presentations. In putting this template together, we have tried to review each

Board of Directors proposal with an eye towards understanding the issues Commissioners will need to
Todd I. Selig, Chair review in order to isolate the potential benefits and costs to the state of moving forward
Michael L. Buckley with expanded gaming.

John D. Crosier, Sr.
William H. Dunlap

Sheila T. Erancoeur The point of this exercise is to help focus attention on the key aspects of expanding

Chuck Morse gaming. In so doing, we may have missed an issue. If so, we are glad to add to the
Stephen J. Reno template. Each proposal development team also indicated a willingness to provide
Stuart V. Smith, Jr. additional information if necessary. Commissioners should be aware that there was some
Donna Sytek variable in the depth of analysis conducted. Each proposal development team indicated
Brian F. Walsh that further analysis would be necessary to fully understand the impact of expanding
Kimon S. Zachos gaming in New Hampshire.
Martin L. Gross,

Chair Emeritus With the exception of the Loudon proposal, this information was developed during 2009

Executive Director by reviewing the presentations provided by each proposal developer, conducting

Stephen A. Norton interviews of the various teams that developed these proposals (in-person or via
snorton@nhpolicy.org conference call), and reviewing any additional information provided subsequent to the
interviews. Each of the proposal development teams have had an opportunity to review
Research Associate these responses and the Center has attempted to incorporate their comments where
~ RyanJ. Tappin warranted. The various proposal teams have been very understanding of the time
ritappin@nhpolicy.org constraints and have been responsive to our requests for additional information and

Office Manager clarifications. The Loudon proposal was provided to the Center in early May, 2010.

Cathleen K. Arredondo

carredondo@nhpolicy.org This was an exercise designed to sharpen our collective understanding of the underlying

assumptions of the proposals and the issues raised for the Commission as it looks
forward. This exercise was not designed to verify the information provided or the
assumptions made by those developing the proposals, though we have a good
understanding of how the data and assumptions were developed. As an example, we did
not simulate the economic development impacts of the proposals as provided to test the
estimates of job creation.
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